Entrepreneurship in Switzerland: Opportunities and Challenges by Danka, Troy
Lehigh University
Lehigh Preserve
Austria and Switzerland at the crossroads Perspectives on Business and Economics
1-1-2000
Entrepreneurship in Switzerland: Opportunities
and Challenges
Troy Danka
Lehigh University
Follow this and additional works at: http://preserve.lehigh.edu/perspectives-v18
This Article is brought to you for free and open access by the Perspectives on Business and Economics at Lehigh Preserve. It has been accepted for
inclusion in Austria and Switzerland at the crossroads by an authorized administrator of Lehigh Preserve. For more information, please contact
preserve@lehigh.edu.
Recommended Citation
Danka, Troy, "Entrepreneurship in Switzerland: Opportunities and Challenges" (2000). Austria and Switzerland at the crossroads. Paper
12.
http://preserve.lehigh.edu/perspectives-v18/12
ENTREPRENEURSHIP IN 
SWITZERLAND: OPPORTUNITIES 
AND CHALLENGES 
Troy Danka 
Introduction 
Entrepreneurs have a mindset to create 
things. They embody a spirit fueled by imagi-
nation and determination. Entrepreneurs are 
people who have the ability to turn limited 
resources into a successful business venture 
through perseverance, ambition, and calculat-
ed risks. As defined by the Organization for 
Economic Co-operation and Development 
(OECD), entrepreneurs are "agents of change 
and growth in a market economy," and they can 
act to "accelerate the generation, dissemination 
and application of innovative ideas. " 
(Organization ... , p. 11) The most influential 
force driving an entrepreneur is the organiza-
tional thought process behind the business ven-
ture; it is not the magnitude of the venture that 
makes it entrepreneurial but rather the spirit 
and motivation for doing it. 
Entrepreneurs have been necessary since 
the beginning of civilization for their ability to 
bring new ideas, goods, and services to the mar-
119 
ketplace. Throughout this time entrepreneurs 
have continually identified market demands 
and satisfied them through invention, innova-
tion, and imagination. However, the task of 
identifying entrepreneurial traits becomes 
much more arduous when one attempts to 
apply the concept of entrepreneurship to a 
country. What makes the people of a country, 
in the collective sense, entrepreneurial, and 
how does one measure this level of entrepre-
neurial activity? Each country has its own set 
of practices, traditions, and views. As a result, 
determining what makes a country entrepre-
neurial without obscuring the country's dis-
tinctive features is difficult and has only recent-
ly been attempted with systematic methods. 
What factors most influence the entrepreneur-
iallevel of a country? 
In this paper I identify the factors that 
influence entrepreneurial activity with respect 
to Switzerland in an attempt to gain insight 
into the Swiss level of entrepreneurial activity. 
The Swiss have the resources, capabilities, and 
opportunities necessary to engage in wide-
spread entrepreneurial activity; yet the level of 
entrepreneurial activity is low. The rate of for-
mation of new companies as a percentage of 
existing companies is 6.3 percent in 
Switzerland. This compares to 11.4 percent in 
the United States and 9.9 percent for the 
European Union (EU) as a whole. (Union ... , 
p. 11) I will argue that Switzerland's low rank-
ing in this category is primarily a result of its 
collective cultural outlook on the pursuit of 
entrepreneurial activities -a propensity to be 
risk averse and a fear of failure. 
Research Model 
For the purpose of this paper, entrepre-
neurship is defined as any attempt at a new 
business organization or expansion of an exist-
ing business by an individual or a team of indi-
viduals. This definition was used in a recent 
study by the Global Entrepreneurship Monitor 
(GEM), an international research team set up 
in a collaboration effort between the London 
Business School and Babson College, to analyze 
the complex relationship between entrepre-
neurship and economic growth. The GEM 
study compared the level of entrepreneurial 
activity in ten countries, including many 
throughout Europe, the United States, and 
Japan. (Reynolds et al., p. 3) The study attempt-
ed to determine exactly what makes a country 
entrepreneurial by identifying those factors that 
consistently influence entrepreneurial activity 
within a country. 
The GEM study argues that assessing the 
factors that make a country entrepreneurial 
calls for a deep understanding of the country 
itself coupled with a range of qualitative assess-
ments. It then proposes a method of measure-
ment that looks at six key factors that vary in 
terms of their causal proximity to start -up rates. 
Of the six factors, the two factors that matter 
most in accounting for differences in entrepre-
neurial activity among countries are: 
1. Entrepreneurial opportunity, 
2. Entrepreneurial capacity. 
These two factors, in turn, are affected by the 
remaining four factors: 
3. National infrastructure, 
4. Demography, 
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5. Education, 
6. Culture. 
Admitting that there is overlap among these 
additional four factors, GEM concedes that it is 
unable to determine the independent influence 
of each factor until a greater number of coun-
tries can be studied for a longer period of time. 
(Reynolds et al., p. 19) I will discuss each of 
these factors below. 
Entrepreneurial opportunity 
The entrepreneurial opportunity that a 
country has greatly influences the level of its 
entrepreneurial activity. Any entrepreneurial 
initiative springs from a sense that a genuine 
market opportunity exists for the product or 
service that a new firm may provide. As 
described by GEM, market opportunity is, in a 
fundamental sense, the wellspring of entrepre-
neurship. (Reynolds et al., p. 19) Identifying 
the degree to which citizens recognize oppor-
tunity is crucial to understanding the level of a 
country's entrepreneurial activity; however, 
measuring the extent to which the citizens of a 
country perceive entrepreneurial opportunity 
poses a substantial challenge. 
Entrepreneurial capacity 
The capacity for being entrepreneurial is 
not simply marked by one trait; rather it is a 
collection of characteristics that provide the 
ability to recognize an entrepreneurial oppor-
tunity and start a business. The two most cru-
cial traits that make up entrepreneurial capac-
ity are the motivation and skill to take 
advantage of the entrepreneurial opportunity. 
GEM explains that entrepreneurship is the 
point at which entrepreneurial opportunity and 
entrepreneurial capacity meet. It is quite pos-
sible to imagine a situation rich in opportuni-
ty but impoverished in terms of entrepreneur-
ial activity simply because few individuals have 
the motivation to do anything about the oppor-
tunity. (Reynolds et al., p. 21) Jeffery Timmons, 
a professor at Babson College who is interna-
tionally known for his work in new ventures, 
identifies the relative importance these two fac-
tors have on entrepreneurial activity when he 
states in The Entrepreneurial Mind: 
"Entrepreneurship is initiating, doing, achiev-
ing, and building an enterprise or organization, 
rather than just watching, analyzing, or 
describing one. It is the knack for sensing an 
opportunity where others see chaos, contradic-
tion, and confusion." (Timmons, p. 1) 
Infrastructure 
The infrastructure of a country provides an 
environment for its citizens to obtain financial 
support, land, facilities, employees, supplies, gov-
ernment assistance, utility costs, good trans-
portation, tax concessions, subsidized loans and 
any other item or component required in pro-
ducing goods or services. GEM recognizes a pat-
tern suggesting that four aspects of infrastruc-
ture appear to have what it calls a systematic 
relationship to variations in entrepreneurial 
activity: the availability of equity financing, the 
availability of suitable professional services, the 
potential for research and development transfer 
within a country, and the flexibility of domestic 
labor markets. GEM believes that a modest 
improvement in these aspects of infrastructure 
would produce a modest improvement in nation-
al entrepreneurial activity. GEM concludes, how-
ever, that many dimensions of infrastructure do 
not have any significant impact on the level of 
entrepreneurial activity. These non-influential 
dimensions are: the availability of debt or loan 
subsidies; good legal, accounting and banking 
services; access to the physical infrastructure; 
complications with government regulations, 
taxes and licensing procedures; and internal mar-
ket openness. GEM also notes that among those 
infrastructure factors that make no difference are 
government policies. Proactive government poli-
cies are unable to provide the changes required 
for enhancing a nation's level of entrepreneurial 
activity. (Reynolds et al., pp. 22-23) 
Demography 
An examination of the demographic make-
up of a country is important because those 
engaged in starting a business represent a small 
minority of the population. Identifying which 
population groups most commonly start busi-
nesses gives insight into the level of entrepre-
neurial activity. Three demographic dimen-
sions identified by GEM as influencing 
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entrepreneurial activity are the age structure 
of society, the level of participation by women 
in the entrepreneurial process, and anticipated 
population growth. GEM's research on its adult 
population sample suggests that men are much 
more active in start-ups than women and that 
the levels of activity are highest for those 25--44 
years old. The research also suggests that in 
the three countries of the GEM study with the 
highest entrepreneurial activity1, women par-
ticipate at 58 percent of the rate for men - a 
rate that declines to 31 percent in the countries 
with the lowest entrepreneurial activity. The 
last demographic dimension to have a signifi-
cant influence on entrepreneurial activity is an 
expected increase in a certain segment of the 
IJDpulation. An expected population increase 
might lead to an increase in start-ups to supply 
goods or services to this market segment. 
(Reynolds et al., pp. 23-26) 
Education 
A large part of being a successful entre-
preneur is having the training and know-how 
to accomplish the venture. This ultimately 
relates to the overall quality of education that 
a country can provide for its people. The GEM 
study found that there is a high correlation 
between the number of start-ups and the num-
ber of people in a country with a post-secondary 
or tertiary level of education. As GEM puts it 
simply, the greater a country's education at the 
tertiary level, the higher the rate of new firm 
formation. (Reynolds et al., pp. 26-29) 
Culture 
The last factor significantly influencing 
entrepreneurial activity is a country's culture. 
The culture of a society is a major force defin-
ing the thoughts and activities of its people. 
GEM points out that no matter how rich a 
1The GEM study categorizes three levels of entrepre-
neurial activity. A high level (U.S., Canada, and Israel) 
means that on average 6.9 out of 100 people are, at any 
moment of time, attempting to start a business. A medium 
level (Italy and United Kingdom) means that on average 3.4 
out of 100 are attempting to start a business. And a low level 
(Denmark, Finland, France, Germany, and Japan) means 
that on average 1.8 out of 100 people are attempting to start 
a business. 
country is in opportunity and how well-
endowed it is with the capacity for business 
start-ups, the extent to which society regards 
the pursuit of entrepreneurial opportunity as 
socially legitimate largely impacts the level of 
entrepreneurial activity. (Reynolds et al., 
pp. 29-31) There can be opportunity, educa-
tion, people, and the proper infrastructure nec-
essary to engage in entrepreneurial activities; 
however, without the assurance from society or 
a natural desire to pursue it, there will be little 
or no entrepreneurial activity. 
Entrepreneurship in Switzerland 
With a comprehensive research model 
established, I now turn to an investigation of 
the level of entrepreneurial activity in 
Switzerland. I have utilized two sources of 
information for my investigation. The first is a 
short questionnaire that I distributed to a small 
group of people whom I identified as having 
considerable knowledge of the economic and 
entrepreneurial environment of Switzerland. 
The questions are similar to the ones asked by 
GEM in its report measuring the same factors. 
Among those polled were professors, scholars, 
bankers, and business people who had partici-
pated in question-and-answer periods during 
the Martindale group's research trip to Zurich, 
Lausanne, and Geneva, Switzerland, in June of 
1999. Others were professors and business peo-
ple working at the Institute of Small Business 
and Entrepreneurship at the University of St. 
Gallen, the International Institute for 
Management Development (IMD) in Lausanne, 
and the Ecole Polytechnique Federate de 
Lausanne (EPFL). The questions were aimed 
at gaining an understanding of the subjective 
factors influencing the entrepreneurial envi-
ronment of Switzerland which can only be mea-
sured by gathering data on how the Swiss think, 
react, and adapt to their business environment. 
I distributed 40 questionnaires, and 10 were 
completed and returned. The group polled by 
no means represents a scientific sample, but 
can better be described as a convenience sam-
ple. (A list of the questions asked can be found 
in the Appendix.) 
For my research I also used statistics pro-
vided by the Swiss Federal Statistics Office, the 
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Union of Industrial and Employers' 
Confederations of Europe (UNICE), the 
Organization for Economic Co-operation and 
Development (OECD), and related publications. 
I applied information gathered from these 
sources and from my questionnaire to each of 
the six factors identified by GEM as having sig-
nificant influences on the level of entrepre-
neurial activity with reference to Switzerland. 
Entrepreneurial Opportunity In 
Switzerland 
For the first GEM factor, I measured the 
perceived level of entrepreneurial opportunity 
in Switzerland with questions from my survey. 
Using a five-point scale, those Swiss whom I sur-
veyed were asked if they agreed with the state-
ment that in the next six months (November 
1999-April2000) good opportunities will have 
developed for starting a new business in 
Switzerland. Among the respondents, two 
strongly agreed, six agreed, and two disagreed. 
I measured the same factor indirectly by asking 
whether they thought that many people can 
react quickly to good opportunities for a new 
business. Five people disagreed, four were not 
sure, and one agreed. Those Swiss polled seem 
to feel that entrepreneurial opportunities are 
recognized in Switzerland. Again, GEM has 
emphasized how crucial it is to recognize oppor-
tunity in its finding that the level of perceived 
opportunity for entrepreneurial initiatives is 
dramatically higher in the most entrepreneuri-
ally-active countries. (Reynolds et al., p. 20) 
Entrepreneurial Capacity In 
Switzerland 
By researching the various factors that 
define Switzerland's capacity to achieve high 
levels of entrepreneurial activity, one is able to 
more fully understand the potential of the Swiss 
business environment. In my survey I there-
fore asked several questions aimed at measur-
ing Swiss entrepreneurial capacity. Even 
though the survey evidence suggests that the 
Swiss seem to recognize entrepreneurial oppor-
tunities, the responses from the following ques-
tions show they might not have sufficient 
capacity to act upon those opportunities. When 
the survey recipients were asked if the people 
who recognize a good opportunity have the 
skills to take advantage of it, the responses were 
mixed. Half said yes, and half said no. Another 
question asked in the survey was whether one 
sees more good opportunities than there are 
people able to take advantage of them; two 
respondents strongly agreed, six agreed, and 
two disagreed. Clearly, the above results are 
inconclusive and suggest that further investi-
gation is necessary. As GEM explains, in coun-
tries where the potential and motivation to start 
a new business are weak, the level of start-ups 
will be low regardless of the public's perception 
of the availability of good opportunities. 
(Reynolds et al., p. 22) 
Infrastructure of Switzerland 
As previously discussed, infrastructure 
consists of the components required to produce 
goods or services. Since infrastructure is made 
up of many tangible and intangible compo-
nents, they are often difficult to precisely define. 
Availability of land, facilities, employees, sup-
pliers, and good transportation make up the 
tangible or physical infrastructure of a country. 
The intangible components of infrastructure 
include the availability of financing, govern-
ment assistance, utility costs, tax concessions, 
and subsidized loans. GEM's findings indicate 
that four dimensions of a country's infrastruc-
ture are especially important in influencing the 
level of entrepreneurial activity: availability of 
equity financing in the country, the flexibility 
of the domestic labor markets, availability and 
costs of professional services, and potential for 
research and development (R&D) transfer with-
in a country. (Reynolds et al., pp. 22-23) I will 
discuss each of these in turn. 
Availability of Equity Financing 
A well functioning capital market is 
important for entrepreneurs. The Union of 
Industrial and Employers' Confederations of 
Europe (UNICE) contends that countries need 
access to high quality banking products, differ-
ent types of debt and equity capital, innovative 
risk management products and expert financial 
consultancy support. UNICE also notes that 
entrepreneurs require different forms of capi-
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tal at different stages in the development of the 
company. In Switzerland there is a large 
amount of investment in equities by financial 
institutions. Financial institutions contribute 
over 50 percent of total institutional invest-
ment. However, significantly less of this capi-
tal is invested in "very risky" venture capital 
funds. In Europe, regulatory and cultural fac-
tors limit investments by financial institutions 
in private equity and in the venture capital mar-
ket. (Union ... , p. 22) As William Hall explains 
in the Financial Times, there are several rea-
sons for Switzerland's poor showing. Its econ-
omy is dominated by a few multinationals, such 
as Novartis, ABB and Nestle. Swiss investors 
also have a tradition of being risk-averse. (Hall, 
p. 9) This tendency notwithstanding, there are 
signs that Switzerland is changing its attitude 
toward private equity investing. Recently 
Switzerland's big companies have been aggres-
sively restructuring their portfolios in a bid to 
boost their profitability, and this has provided 
a rich vein of business opportunities for private 
equity investors. According to Hall, Switzerland 
has some growing venture capital firms which 
could eventually challenge the dominance of 
the Anglo-American venture capitalists who 
have profited from Switzerland's embracing of 
private equity investments. (Hall, p. 9) 
In the survey I undertook, I addressed the 
matter of the availability of venture capital by 
asking the respondents whether they agreed 
that it was easy for firms to obtain financial sup-
port through business incubators or science 
parks. Of the Swiss polled, four agreed, three 
disagreed, and two said that they were not sure. 
Those polled were also asked if they agreed that 
private individuals provide major financial sup-
port for new and growing firms. Of the respon-
dents, six disagreed and four agreed. The mixed 
results of my small sample suggest that 
although venture capital support exists, its 
availability may not be fully recognized. 
The Flexibility of Domestic Labor 
Markets 
Over the past 30 years, the term "labor 
market flexibility" has taken on a variety of 
meanings in OECD countries. As stated by for-
mer U.S. Secretary of Labor Robert B. Reich in 
his remarks at the International Labor 
Organization High Level Meeting on the World 
Summit for Social Development, "Rarely in 
international discourse has the term labor mar-
ket flexibility gone so directly from obscurity to 
meaninglessness without any intervening peri-
od of coherence." (Reich) The term has been 
viewed as a solution to rising unemployment 
but also as an attack on social standards. In an 
attempt to make labor markets more flexible 
and efficient, governments have used a variety 
of programs. Some are targeted at strengthen-
ing employment services, while others are 
aimed at strengthening worker training pro-
grams. Several countries have encouraged 
greater geographic mobility. (Brodsky, p. 1) 
The sudden slump2 in the Swiss labor mar-
ket of the 1990s made it necessary for 
Switzerland to alter its labor market policy and 
to focus on the improvement of qualifications 
of the unemployed. (Weber and Wolter) 
Unemployment in Switzerland is primarily a 
problem for those Swiss with few skills, for for-
eigners who generally have poor qualifications, 
and for FrencMtalian-speaking Swiss. ("Swiss 
Statistics ... ") The effects of increased unem-
ployment, however, have also been significant 
in that it has acted as a psychological shock, 
causing a notable drop in the perceived level of 
job security. (Wolter) 
Perhaps the most serious problem in the 
Swiss labor market is the geographic immobil-
ity of Swiss workers caused by Switzerland's 
three main ethnic regions - German, French, 
and Italian (65 percent, 18 percent, and 10 per-
cent of the population, respectively). ("Swiss 
Statistics ... ") As noted by Francois Grin and 
Claudio Sfreddo in an article in the 
International Journal of Manpower on lan-
guage-based earnings differentials, Switzerland 
is often mentioned as an unusual "success 
story" in terms of its handling of linguistic and 
cultural diversity. (Grin and Sfreddo) However, 
there are also some negative aspects to 
Switzerland's cultural diversity. As one respon-
dent to my survey stated, the people of each eth-
nic region have a different culture, making 
Switzerland a unique country. The psycholog-
2Unemployment rose from a rate of 0.5 percent in 1990 
to 5.2 percent in 1997. 
124 
ical costs of moving long distance to a new job 
are substantial because friends, neighbors, and 
community support systems must be given up. 
Such factors inhibit geographic migration. 
(Ehrenberg and Smith, p. 577) As a result, 
entrepreneurs might have difficulty attracting 
workers from outside their region, and this 
could be problematic for a struggling start-up 
firm if the demand for workers with a particu-
lar skill is greater than its supply. 
Lastly, two additional factors that nega-
tively affect the Swiss labor market are the prin-
ciples and main objectives of the Swiss migra-
tion policy. Considering Swiss migration policy 
is important because the proportion of for-
eigners in Switzerland is the second highest of 
all OECD countries: 18 percent of the total pop-
ulation and 22.4 percent of the workforce in 
1990. The objectives of Swiss migration policy 
are defined in the Federal Law of Abode and 
Settlement of Foreigners, which was enacted in 
1931. As stipulated by this law, the maximum 
numbers of foreigners holding yearly, season-
al, and short-duration permits are set at both 
regional and federal levels. Accordingly, the 
mobility of yearly, seasonal, and short-duration 
workers is restricted. Those workers cannot 
readily change employers, occupations, or can-
tons. Before offering employment to foreign-
ers, employers must also have proved that no 
Swiss are willing to take the job at the working 
c6nditions current for the occupation and the 
region. Still another restriction of the law is 
that the seasonal immigrant may not bring his 
family. The aim of this provision is to prevent 
permanent settlement and to encourage the 
rotation of foreigners. (Coulon) Taken togeth-
er, these restrictions make it more difficult for 
Swiss entrepreneurs to employ the large pro-
portion of foreigners living in Switzerland, 
thereby decreasing the flexibility of the Swiss 
labor market. 
Availability of Professional 
Services 
The availability of business services is 
important to entrepreneurs inasmuch as they 
enable companies with opportunities to gain 
access to expertise in such areas as law, finance, 
accounting, and marketing. Eight of the ten 
respondents to my survey agreed that it was 
easy for new and growing firms to get good pro-
fessional, legal, and accounting services in 
Switzerland. The availability of people with sci-
entific and technical skills is also a critical 
determinant of success for many companies. 
Proportionally, Switzerland has many more sci-
ence graduates than other European countries, 
and the number of scientific researchers work-
ing in business per 10,000 of the labor force is 
32, compared to 23 for Europe as a whole and 
59 for the United States. (Union ... , p. 35) 
Potential for Research and 
Development Transfer 
In per capita terms, Switzerland's expen-
diture on research and development in higher 
education is the highest of all countries in 
Europe. Switzerland annually spends €141 per 
capita on such R&D as compared to 65 for the 
EU as a whole and 98 for the United States. 
(Union ... , p. 13) The ability to transform new 
scientific knowledge into products and services 
is important for entrepreneurs. Often start -ups 
spring from the knowledge discovered at uni-
versities. With a high level of expenditure on 
research and development at educational insti-
tutions, Switzerland provides significant oppor-
tunity for start-ups to occur. In my survey I 
asked whether new and growing firms had as 
much access to new research and technology 
as large, established firms. Of those respond-
ing, half said yes and half said no. 
Cartels have been a feature of the Swiss 
infrastructure that has had a negative impact 
on entrepreneurial activity. Throughout much 
of Switzerland's history, weak antitrust laws 
have allowed cartels or monopolies to restrict 
the openness of domestic markets. Cartels are 
institutions that through agreements, deci-
sions, and legally unenforceable arrangements 
influence the market for certain goods and serv-
ices by collectively restricting competition. In 
particular, cartels regulate the production, sale, 
or prices of goods in the market. (Pestalozzi et 
al., p. 380) Switzerland is a country with a long 
history of cartels; it is therefore surprising that 
compared to other countries, antitrust law has 
not played a major role in Swiss business law. 
For one thing, the Swiss Federal Constitution 
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does not provide for any prohibition of cartels. 
(Pestalozzi et al., pp. 381-95) Public opinion 
on the matter of whether cartels should be legal 
varies from person to person, however. Perhaps 
the basis for the practice of unfair competition 
can best be explained in the words of one Swiss 
businessman who commented in my survey: 
Cartels still exist today but are not 
professional organizations anymore, 
but rather clubs with a high social 
standing. At the end of the day the 
Zilnfte (cartels) are an expression of 
a specific character trait of Swiss peo-
ple which probably has its roots in 
the 800 years of direct democracy in 
Switzerland: the wish to organize the 
different aspects of life through con-
sensus and not through conflict. 
Recognizing the undesirability of wide-
spread cartellization, the federal government 
has recently reformed the Swiss Cartels Act. A 
new Cartels Act became effective on July 1, 
1996. Unlike the practice in other OECD coun-
tries, the new law does not prohibit cartels as 
such because this would have required a time-
consuming amendment to the constitution, 
and thus a referendum. Instead, the new 
Cartels Act prohibits the elimination of effec-
tive competition. The law contains the pre-
sumption that agreements setting prices, pro-
duction volume, or territorial distribution 
eliminate effective competition and according-
ly prohibits such agreements. (OECD ... , p. 68) 
The effects, however, of the long-standing tra-
dition of cartels have not disappeared and still 
restrict the motivation for the Swiss to engage 
in competitive entrepreneurial activities. 
Demography of Switzerland 
As mentioned earlier, GEM identified three 
demographic dimensions that influence entre-
preneurial activity: the age structure of a pop-
ulation, anticipated population growth, and the 
level of participation by women in the entre-
preneurial process. (Reynolds et al., p. 23) By 
examining how Switzerland fits these three 
demographic dimensions, we can see the effect 
that Switzerland's demography might have on 
its level of entrepreneurial activity. GEM's 
research suggests that those who initiate start-
ups are most likely to be between 25 and 44 
years old. Based on the Swiss demographic 
information available, in 1998 29.6 percent of 
the Swiss people were between the ages of 20 
and 39. ("Swiss Statistics") This statistic seems 
to imply that a reasonably large percentage of 
the Swiss population fits the range of ages iden-
tified as most likely to start a business. 
One notable population growth trend in 
Switzerland is the increasing proportion of Swiss 
over the age of 64. This trend, however, is simi-
lar to that in most other countries. The propor-
tion of Swiss over 64 years made up 15 percent 
of the population in 1999, a figure that is esti-
mated to increase to 20 percent within the next 
50 years. ("Swiss Statistics ... ") It is true that 
there will be lower percentages of people of work-
ing age in the years ahead; however, with an 
increase in the number of people over the age of 
64, there will be new and larger markets emerg-
ing for this growing segment of the population. 
Lastly, it is important to consider the 
number of women who participate in entrepre-
neurial activities. Among the 10 countries 
investigated by GEM, Switzerland has one of the 
highest percentages of women who are self-
employed. The self-employment rate for 
women is 50 percent of the rate for men. 
("Swiss Statistics ... ") GEM's research shows 
that in countries with the highest rates of entre-
preneurial activity, women participate on aver-
age at 58 percent of the rate for men; this fig-
ure declines to 31 percent in the countries with 
the lowest rates of entrepreneurial activity. 
(Reynolds et al., p. 24) Switzerland's high pro-
portion of women who are self-employed is 
clearly conducive to a high level of entrepre-
neurial activity. In my survey, I addressed this 
issue directly by asking if the respondents 
agreed that women are free to start a business 
without social or domestic difficulties. Of those 
who responded, eight out of ten agreed that 
women were indeed free to start a business. 
Since on average men are paid higher wages 
than women, one explanation for this difference 
in participation rates could be that women 
choose self-employment to compensate for 
lower wages. 
It is not surprising that proportionally 
more men are self-employed than women in 
Switzerland. This is the case in virtually all 
countries. However, the large percentage of 
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Swiss women participating in entrepreneurial 
activity is unusual in comparison to most 
neighboring countries in Europe. From a 
demographic perspective, then, Switzerland's 
statistics in all three demographic dimensions 
- the age structure of the population, antici-
pated population growth, and the level of par-
ticipation by women in the entrepreneurial 
process - seem conducive to higher levels of 
entrepreneurial activity. 
Level of Education in Switzerland 
It has been argued that entrepreneurial 
activity will only take place when there are peo-
ple with the skills and the knowledge to initi-
ate it. Therefore, assessing the Swiss educa-
tional system is important. The Swiss 
educational system is best described as a feder-
al system with the 26 cantons each having basic 
responsibility for schools. Depending on the 
canton, there are two, three, or four different 
types of lower secondary schools to match per-
formance requirements. Schools receiving the 
most public expenditure are primary schools, 
vocational schools, and universities; however, 
the Swiss education system is changing. In 
recent years, the demand for schools to provide 
a general education has reduced the demand for 
vocational apprenticeships. These effects are 
due in part to the higher prestige associated 
with a university degree as well as to the fact 
that many students would like to postpone their 
career decisions until after upper secondary 
school. (Wettstein, p. 25) 
As mentioned earlier, GEM's research indi-
cates that countries with high start-up rates 
have much higher percentages of people with 
education beyond the secondary or high school 
level. In 1998, 61.5 percent of Swiss women 
completed secondary education compared to 
53.1 percent of Swiss men. However, 29.7 per-
cent of men completed education past the sec-
ondary or high school level as opposed to only 
12.8 percent of women. ("Swiss Statistics ... ") 
In the survey I undertook, I asked if the quali-
ty of teaching at the state-required or secondary 
education level provided adequate instruction 
in market economic principles. Half of the 
respondents said yes, and half said no. In con-
trast, seven out of ten felt that instruction at 
the tertiary or university level of education did 
provide adequate instruction in market eco-
nomic principles. It should be noted, though, 
that Switzerland has several university-level 
institutions with excellent international repu-
tations, including the University of St. Gallen, 
the International Institute for Management 
Development (IMD) in Lausanne, the Ecole 
Polytechnique Federale de Lausanne (EPFL), 
and Technische Hochschule (ETH) in Zurich. 
Except for ETH, each of these institutions offers 
programs of study in entrepreneurial education. 
More and more Swiss can be seen to be 
capitalizing on their research discoveries, as 
indicated by the number of patent applications 
filed in Switzerland. The research and devel-
opment that is taking place at universities also 
create opportunity for technological "spin-offs" 
which, in many cases, begin with a student or 
faculty member patenting an idea. In 1996 the 
average number of patent applications by 
domestic residents in Switzerland was 3.8 for 
every 10,000 of the population. This compares 
to an average of 4.0 for the United States and 
2.6 for the EU as a whole. (Union ... , p. 25) 
Switzerland clearly compares favorably to other 
countries with respect to residents applying 
their technical knowledge and trying to capi-
talize on intellectual property ownership. 
Whereas education in Switzerland up to 
and including the tertiary level is for the most 
part state-controlled and state-financed, just the 
opposite is true in the area of continuing edu-
cation. For the most part the teaching of skills 
of a company-specific nature would be financed 
by firms, this type of knowledge being exclu-
sively to their own benefit and clearly of no 
value to other firms once a worker leaves the 
organization. However, a strict separation has 
proven impossible to maintain, and an increas-
ing amount of "free riding" has become 
inevitable, with a corresponding reduction in 
company investments in their own employees. 
(Weber and Wolter) Consequently, the amount 
of continuing education provided by firms in 
Switzerland is low. 
There is some evidence as to why employ-
ees themselves pay little attention to continu-
ing education. While most people are aware 
that they face unemployment without the skills 
and qualifications required by the labor mar-
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ket, there is a disparity between labor market 
requirements and individual behavior. 
According to Weber and Wolter, it is only the 
highly skilled Swiss workers who are given the 
financial incentives by employers to continue 
their education. (Weber and Wolter) This leaves 
the majority of unskilled Swiss workers with lit-
tie incentive to do so. 
Except for the small proportion of its pop-
ulation engaging in continuing education, the 
facts described above indicate that Switzerland 
appears to have a well-functioning educational 
system that is capable of producing the skills 
and knowledge required for people to start a 
business. As a result, from this standpoint 
Switzerland would appear to have the capacity 
to become a nation with a high level of entre-
preneurial activity. 
Swiss Culture 
The role that cultural forces play with 
respect to entrepreneurial activities in 
Switzerland is powerful and deeply rooted in per-
sonal life. Many Swiss seem to refrain from 
entrepreneurial activities because of a cultural-
ly-driven fear of failure. As William Hall explains, 
the Swiss have a tradition of being risk-averse; 
and while Switzerland's universities have turned 
out an above-average number of Nobel Prize-
winning scientists, they have not produced many 
entrepreneurs. (Hall, p. 9) In any country, social 
and cultural values, along with social, econom-
ic, and political institutions, legitimatize and 
encourage the pursuit of entrepreneurial oppor-
tunity. (Reynolds et al., p. 29) Even though, 
comparatively speaking, Switzerland appears to 
possess many of the factors identified by GEM as 
conducive to high levels of entrepreneurial activ-
ity, its people seem to refrain from widespread 
entrepreneurial initiatives. 
The long-standing reputation of the Swiss 
as being-risk averse, characteristics directly at 
odds with the fundamental nature of entrepre-
neurs, is evident both from various conversa-
tions with Swiss residents while visiting 
Switzerland and while conducting my research 
afterward. For example, one Swiss entrepreneur 
described Switzerland's attitude toward business 
in this way: "In the economy the Swiss think 
that things should be organized in consensus 
and in order, instead of through pure competi-
tion - one fighting against the other." Many 
Swiss attribute their risk-averse nature to a fear 
of failure. One survey respondent stated that 
when a bankruptcy occurs, the person's name is 
published in the local newspapers so that all 
those who have claims against the debtor can 
come forward. Furthermore, the deleterious 
effect on a family name that results from a bank-
ruptcy can often persist for several generations. 
In an attempt to understand why there is 
so little desire among the Swiss to pursue 
entrepreneurial activities, I asked several relat-
ed questions in my survey. When asked if most 
people consider attempting to start a new busi-
ness a desirable career choice, eight out of ten 
of the respondents felt that it was not desirable. 
In contrast, however, seven out of ten polled felt 
that starting a new business in Switzerland was 
a respected pursuit. The incongruity of these 
results is somewhat surprising. 
A major characteristic of the Swiss econ-
omy is its dominance by large multinational 
companies. As a result, the Swiss have few 
examples of successful entrepreneurs. In my 
survey I asked if the respondent often saw sto-
ries in the public media about successful new 
business organizations or business expansions. 
The responses were equally divided, with 5 say-
ing yes and 5 saying no. 
In general, in countries where the moti-
vation to be entrepreneurial is high, start-up 
rates are also high. It therefore seems axiomat-
ic that Switzerland should undertake greater 
effort to collectively encourage entrepreneur-
ial activities at the cultural level if the Swiss are 
to become more active entrepreneurs. Many of 
the comments made by the respondents to my 
survey indicate that more Swiss seem to be tak-
ing entrepreneurial risks; yet many felt that 
there should be even more. 
Conclusion 
The Swiss have many of the resources, 
capabilities, and opportunities necessary for sub-
stantially increasing the number of start-ups. 
Those factors having the greatest positive influ-
. ence seem to be the high level of education, · 
dynamic infrastructure, and high percentage of 
women participating in entrepreneurial activi-
ties. Yet the level of entrepreneurial activity 
remains low. Of the six factors identified by 
GEM that influence entrepreneurial activity, it 
seems to be Switzerland's "risk-averse" culture 
and fear of failure that might be the biggest rea-
son for the low number of start-ups. Mter all, 
entrepreneurs are known for their ability to turn 
limited resources into successful business ven-
tures. While it is true that Switzerland's 
progress in the areas of entrepreneurial educa-
tion and the increasing number of venture cap-
ital sources will aid in fostering more entrepre-
neurship, Switzerland must collectively remove 
the deeply-rooted fear of entrepreneurial failure 
if it is to increase start-up rates by a significant 
order of magnitude. 
Appendix 
Survey Questionnaire 
IMPORTANT: All responses and information will be treated as confidential. Analysis will focus on sta-
tistical results and no specific individual will be identified or discussed in any materials made public. 
PLEASE CIRCLE ONE RESPONSE TO EACH QUESTION. 
Strongly 
Disagree 
1 
Disagree 
2 
Neutral 
3 
Agree 
4 
Strongly 
Agree 
5 
Don't 
Know 
6 
1. In the next six months good opportunities will have developed for starting a new business in 
Switzerland. 
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2. In Switzerland, one sees more good opportunities than people able to take advantage of them. 
3. In Switzerland, opportunities to create a truly high-growth firm are rare. 
4. In Switzerland, people who recognize a good opportunity have the skills to take advantage of it. 
5. In Switzerland, many people have experience in starting a new business. 
6. In Switzerland, many people can react quickly to good opportunities for a new business. 
7. In Switzerland, private individuals provide major financial support for new and growing firms. 
8. In Switzerland, it is easy for firms to obtain financial support through business incubators or 
science parks. 
9. In Switzerland, it is easy for new and growing firms to get good, professional legal and accounting 
services. 
10. In Switzerland, new and growing firms have just as much access to new research and technology 
as large, established firms. 
11. In Switzerland, people are discouraged from starting a new business because of bureaucratic obsta-
cles in their working environment. 
12. In Switzerland, women are free to start a business without social or domestic difficulties. 
13. In Switzerland, the quality of teaching at the state required education level provides adequate 
instruction in market economic principles. 
14. In Switzerland, the quality of teaching at the college and university education level provides ade-
quate instruction in market economic principles. 
15. In Switzerland, most younger people believe they should not rely too heavily on the government. 
16. In Switzerland, most people consider an attempt at a new business organization or the expansion 
of an existing business a desirable career choice. 
17. In Switzerland, starting a new business is a respected occupation. 
18. In Switzerland, one will often see stories in the public media about successful new business orga-
nizations or business expansions. 
For the purpose of this questionnaire entrepreneurship will be defined as "any attempt at a new busi-
ness organization, or the expansion of an existing business, by an individual, a team of individuals, or 
an established business." 
Please provide a general statement of your impression of the level of entrepreneurial activity in 
Switzerland. 
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